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MUST WISCONSIN SHOW MORE 
KINDNESS TO INDUSTRY ? 
by 
Burton E. Hotvedt* 


A battle is building in Wisconsin. The issue: How far should we go 
in adjusting our state laws to assure an even more favorable climate 
for the holding and winning of industry? 


In the gubernatorial campaign just completed, both major parties 
cited industrial development as a goal. The worth of that goal is 
rarely debated; rather, the questions generally relate to the means 
we should employ in achieving that end. 


In a non-partisan sense, several premises can be suggested that 
may help implement Wisconsin’s industrial development program. 


1. Wisconsin is changing, and major partisans must therefore seek, 
not resist, governmental changes that would serve new circum- 
stances. Just as Robert M. La Follette, Sr. created laws to fit 
the economics and sociology of his day, so must we now pro- 
mote a creative legislative renaissance that will equitably serve 
the greatest number of our people for the decades ahead. Also, 
a public mood must be sought wherein the promotion of change 
does not mean political suicide for the men who can supply 
the answers. 


2. While we are working to create an improved climate for in- 
dustry, our partisan debates over method should not take forms 
that repel industry. In sales language, Wisconsin is a good 
product but we wish to make it even more attractive. This does 
not mean that sens »le tax reforms should not be openly pur- 
sued. But, in doing so, perhaps we can afford simultaneously 
to interpret many of the virtues of Wisconsin’s existing package. 
And, although taxes are a significant factor, they should not be 
taken out of their value scale. If industry spokesmen do other- 
wise, they may injure industry’s public relations by suggesting 
that their aim is primarily to use the popularity of the industrial 
development issue as a timely expedient for gaining privileged 
tax revisions. Moderate tax revision for industry can be le- 
gitimately interpreted into benefits for our citizens, who in 
growing numbers today make their living, directly or indirectly, 
through manufacturing. 


3. We should be creative not only in our law-making but in our 
opinion-forming. Using the Governor’s Metropolitan Study 
Commission as a pattern, a commission of carefully chosen 
citizens could earnestly study problems relating to industrial 
development and report to the 1961 legislature. This would 


*Burton E. Hotvedt is President of the Milwaukee Advertising Club, Milwaukee, 
Wi - 











remove some of the political gunfire which the necessary legis- 
lation and its advocates would otherwise attract to the detri- 
ment of progress. 


4. The problems of industrial development must be approached 
in their startling relationship to education, metropolitan plan- 
ning, and the social well-being of Wisconsin citizens. Reforms 
and solid planning can then be interpreted not alone for the 
sake of industry, but for all our people. Industry will be the 
direct beneficiary if the electorate is enlightened on these issues. 
An interpretive device can be reported here from the current 
knife-and-fork circuit where Wisconsin industrial development 
is being advocated. Ask men in a mature audience to “raise 
your hands if you either came to Wisconsin later than 1938 or 
reached your voting age after that date.” The answer is a 
heavy show of uplifted arms. The response is even greater in 
corporation circles, where out-of-state executives have been 
imported to a surprising extent. The point is: a considerable 
number of today’s Badgers who influence the public mood have 
not had a front row opportunity to know how and why Wiscon- 
sin laws developed. Also, to them the surface negative factors 
are often overshadowing Wisconsin’s basic virtues. And it is 
on these great basic virtues that an even greater future can 
be created. 


Perhaps, then, some small service can be rendered by this effort 
at a thumbnail of the past and by a peek at a few of the many issues 
relating to industrial development. 


We can present this brief view of the past with the purpose of 
suggesting that the same basic creative traditions and commendable 
principles of public service that led to Wisconsin’s present laws can 
be used to change them. Of all states, Wisconsin has a tradition of 
trail-blazing creativity and should not be caught sleeping and content 
with policies once called “progressive” but which have perhaps be- 
come archaic in a changed picture. 


The pattern of Wisconsin’s present was incited by conditions pre- 
vailing about 1900. Historians tell us that the state government was 
then a captive of the railroads, whose depredations were seconded by 
the logging companies and other corporation influences. Notorious 
corruption, injustices, all the abuses of that situation have been well 
documented. 


One man started the change — one man, who was praised by some, 
damned by others, and who was only recently declared by the United 
States Senate to have been one of its five greatest senators of all time 
—none other, of course, than Robert M. La Follette, Sr. He it was 
who roamed the state like a political Paul Bunyan, and when the 
smoke cleared, Wisconsin had pioneered much of the nation’s most 
forward legislation. 


This pioneering produced the primary, workmen’s compensation, 
unemployment compensation, the corrupt practices law, health and 
safety laws, service commissions staffed by experts, the inheritance tax 
and the income tax, and general property tax equalization. 
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Not only did Wisconsin statute books change their complexion, but 
the national scene was altered as well. It is an historical fact that 
of 35 proposals made by the “radical” Wisconsin delegation at the 
— G.O.P. convention of 1908, exactly 32 had become laws by 

928. 


Today these laws are regarded as tame and right-of-center. But 
they were born in the midst of charges of “socialism.” Wisconsin was 
indicted at home and away from home as being “unfriendly to busi- 
ness,” an historical fact that should help some of our new Badgers 
to understand the political foundations for today’s debates. 


Just how true, however, is the continuing accusation that Wiscon- 
sin is rough on industry? 


Most Badgers now think kindly of Bob La Follette’s blowtorch 
mind, oratory, zeal, and consecration because he helped to make cor- 
ruption untenable and to establish our prevailing concepts of govern- 
mental integrity in Wisconsin. A vigilant press, powerful ethnic forces, 
and other factors have perpetuated these traditions, producing a 
wholesome climate that an out-of-stater finds almost unbelievable. 
ae this governmental integrity at all levels is, in itself, good for 

usiness. 


Today, an Industrial Development Division is attached to the 
Governor’s office. Its director and his staff function as traveling 
salesmen to promote community understanding and work earnestly 
to negotiate favorable decisions from out-of-state industries seeking 
plant sites. This effort is supplemented by 178 local incorporated 
industrial development groups—and the development activities of 
state and local chambers of commerce. Our railroads and utilities are 
also aggressively promoting Wisconsin industrialization. In these 
respects we are following the pattern of other states, but this is tan- 
gible evidence of Wisconsin’s desire for industry. 


In all honesty, the marketing man must confess that most Wiscon- 
sin industry has prospered despite the cries that business is being 
impoverished or driven out of the state. It is sophisticated to build a 
negative case from undue emphasis on state comparisons involving 
absolute rather than relative values, or from comparisons with areas 
that were industrial vacuums a couple of decades ago. 


In fairness, the marketing man should look at a state by industry 
total rather than by a state total. Perhaps some of the “growth indus- 
tries” make a poor showing due to factors of raw materials and com- 
petitive location. However, from 1939 to 1954 Wisconsin’s three 
largest industries — machinery, food, and paper — have all grown at 
approximately the same rate as the nation’s and have retained their 
share of the market. Analysis of our other key industries shows that 
we have in most cases gained position relative to our larger neighbor- 
ing states. As for Milwaukee —thirteenth in population, eighth in 
industry in the United States—in no other large industrial center 
does the rank in manufacturing exceed the population rank by so 
wide a margin. 











If industry within Wisconsin is generally prospering under the 
tax laws, what about the effect of taxes in attracting out-of-state in- 
dustry? Is Wisconsin really a high tax state? The answer must de- 
pend on the basis used in calculating the comparison. If state and 
local taxes are combined and the per capita load compared with 
surrounding states, it will be found that Michigan, Iowa, and Minne- 
sota actually have higher taxes. In fact, over the nation, 19 states 
impose a higher tax burden. The crux of the problem would seem 
to lie in the method of collection, and Wisconsin’s philosophy was 
sold to its citizens several decades ago. First, right or wrong, the 
principle has been to tax according to ability to pay, primarily through 
the progressive income tax. Second, it should be remembered that 
60 per cent of the income tax money collected by the state is returned 
to local government units, and on this score no state in the Union 
does a better job. 


Obviously, the volume of property taxes paid by a manufacturer 
fluctuates with his equipment and inventory. Figures developed by 
the controllers of forty companies which do business both in Wisconsin 
and in other states indicate that in the central states only Minnesota 
tops Wisconsin when total taxes on a manufacturer are compared. 
On personal property taxes, it should be recognized that Milwaukee 
is not a “high tax” town among the 22 largest cities; it is a middle-of- 
the-roader. The over-all per capita tax burden is not comparatively 
excessive, but the fact does remain that on corporate per capita income 
taxes, Wisconsin is topped only by New York; and on individual in- 
come taxes per capita, it is outranked only by Delaware, Oregon, and 
New York —and these personal taxes enter deeply into executive 
considerations! It would indeed seem that on corporate and income 
taxes Wisconsin has “gone about as far as it can go.” 


The need for facing up to the tax issue is dictated by far more 
than the desire for more industry. Throughout America state and 
local governments must seek new revenue, a fact that industry, any- 
where, cannot long escape. Nationally, state governments collected 
almost $15 billion in the year ending June 30, 1958, and many are 
planning even higher tax rates and some brand new collection 


methods. 


Wisconsin’s current executive budget has been indicated at 
$309 million for a two-year period. But, even in 1965, when a one 
billion dollar expenditure is anticipated for all Wisconsin govern- 
ment units, the state will absorb only one-fifth of the total. The 
balance will go to local governments. 


The biggest boost in costs can be attributed simply to the tidal 
wave of human babies. No miracle is at hand to solve the resulting 
school problem. Elementary and secondary school operating costs 
are expected to climb from a current $180 million to an estimated 
$260 million in 1965 with proportionate increases in the responsibilities 
to the state’s colleges and the universities. And this is true despite the 
fact that countless citizens, who are adding to the “baby boom,” main- 
tain educational facilities within their religious faiths in addition to 
their contributions to the public schools. 
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No one in Wisconsin’s leadership would deny the need to assure 
educational opportunities for young people, regardless of their color 
or the economic strata of their parents. An illiterate population, re- 
sulting from a low tax rate for industry, certainly is not the aim of 
Wisconsin industrialists. They are already only too aware of the blight 
to the morals and the safety of communities which have received the 
brunt of migration from areas where illiteracy and sub-standard edu- 
cation are more prevalent. 


But if tax legislation is inevitable, the pivot premise is this: We 
must enact our legislation in a form which will telegraph nationally 
that Wisconsin recognizes its position as an industrial state and that 
it wants even more industry. 


And why not? As suggested, today’s problems require legislation 
as creative and as solidly based on the economic realities in our day 
as La Follette’s in his. Business cannot be a rapist — good laws and 
its own common sense force it into the role of benefactor. And Wis- 
consin itself has changed! The cow may remain the rightful holy 
symbol of America’s Dairyland, but there is also a halo around the 
smokestacks, because today industry is even more important than 
agriculture. In fact, the value of its output is almost three times 
greater. Some 70,000 farms must produce milk before the sales of 
such a manufacturer as A. O. Smith are equaled. In the last five years 
of record, the number of individual farms has decreased by 15,000. 
The growing size, mechanization, and chemicalization of farms create 
management problems and opportunities similar to those of industry. 
Agriculture, of course, remains a vital enterprise to be guarded and 
promoted. But today’s farmer and industrialist must both recognize 
that they have mutual objectives. Much of upstate Wisconsin can best 
be returned to forests or assigned to hay and cranberries. The pros- 
perity of the southern and central industrial area is essential to help 
maintain many of the struggling marginal areas of the north. In short, 
business is no longer a bad boy in Wisconsin. 


Specifically, what added kindness should Wisconsin show to 
industry? 

The most frequent proposal calls for enactment of a sales tax, 
although political developments have perhaps momentarily thrown a 
discussion of that subject into academic limbo. But if further taxation 
is impractical on the basis of ability to pay, some new source of tax 
income must be sought. Under the circumstances we have somewhat 
of an obligation to discuss the aspects of sales taxes despite the tradi- 
tional argument in Wisconsin that they are immoral and retrogres- 
sive. A discussion here of sales taxes might at least help to bring the 
over-all problems into sharper focus. Such a “consumption tax” on 
items other than home food purchases, it is said, would stabilize the 
state’s revenue should there be a decline in prosperity; it would also 
broaden the tax base. While 1,500,000 Wisconsinites file income tax 
returns, some 250,000 can now justify not paying a cent. It can be 
said that everyone with a vote should have at least a modest stake in 
his government, although taxpaying should never be a poll test. How- 
ever, a man is likely to be a more zealous voter if he pays even a small 
amount toward the upkeep of his state. Then, there are always 











the tourists, accustomed to paying sales taxes in their own states, who 
could add to the state’s revenue. 


Aside from the fiscal aspects, which can best be worked out by 
experts, there is the psychological aspect where businessmen are 
concerned. The mind of a company president must be concerned with 
one job — to make profits. He cannot be sentimental about the choice 
of a state. He must answer to hundreds and sometimes thousands of 
stockholders who live in all parts of the nation. It seems reasonable 
to assume that another increase in corporate and property taxes would 
only add to Wisconsin’s already bad reputation in industry. Even 
though industry might well end up paying a good 30 per cent of a 
proposed sales tax, the adoption of such a tax would be a nationally 
recognized gesture that the Wisconsin attitude and climate are now 
favorable to industry. Surveys clearly rank taxes in about third or 
fourth place among the most important factors in decisions about the 
location of a new plant. Taxes are an even more vital element, how- 
ever, when Wisconsin is being considered; if a manufacturer wishes 
to locate somewhere near the industrial heart of America, we must 
overcome the liability of being on the western edge of that dynamic 
area. 


Wisconsin citizens must encourage rather than condemn states- 
manlike creativity in solving the state’s tax problems. Many combi- 
nations of reforms are possible, based on new economic factors. And 
if a “sales tax,” as a label, is the kiss of death, still the semantics 
and logic of varying forms of “consumption taxes” or “gross business 
receipts taxes” remain to be publicly explored. Less and less de- 
pendence should be placed on an unimaginative hiking of surtaxes. 
Further, signs indicate the inequities of heavy reliance on property 
taxes. 


But kindness on the tax front is not enough. The fantastic growth 
of Metropolitan Milwaukee, as it spawns into an interurbia scheduled 
to become one of America’s 15 “super cities,” is a challenge to Wis- 
consin government and industry alike. County governments, with 
boundaries once dictated by horse travel, must expect their powers 
and procedures to be challenged. Local governments must be re- 
organized and integrated to prevent waste. Transportation advan- 
tages must be created. Great Wisconsin ports and a great highway 
system must be developed to overcome the transportation disadvan- 
tage which Lake Michigan has imposed by blocking us from direct 
east-west rail and truck routes. Circumferential highways must 
assure fast routing of goods around metropolitan areas. Zoning must 
not only permit industry to locate near our labor pools, but must 
stop relegating factories into our swamp lands. Industry needs and 
deserves spacious, dry tracts for its modern, single level plants plus 
— to dock sites if it is to compete efficiently in the world market 
places. 


Wisconsin needs more industry. We need it to help us pay our 
rising educational costs, a responsibility industry faces everywhere. 
We need it to supply opportunity for our greatest resource, our 
young people, who otherwise must migrate in startling numbers. 
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In return, Wisconsin can pay gratifying dividends to those who 
invest their futures here. Wisconsin, even as it is, deserves far 
greater kindness from its citizens who travel and appraise it in the 
club cars and airliners where Badgerland’s reputation is so often 
evaluated negatively. 


The nation must be told about our low crime rates and the high 
character of our people. Our integrity in government at all levels 
is one of our priceless assets. The nation is learning about our rec- 
reational facilities and its meaning to happy living. We are billed 
as “Wisconsin, the Land of the Good Life.” 


Paraphrasing a current marketing slogan, it now remains for us 
once again to “make history by making sense.” And sensible kind- 
ness to industry can give Wisconsin added and realistic economic 
activation of a motto that once meant what is said: “FORWARD!” 











THE ROLE OF FIRST LINE SUPERVISION 
IN SOUND WAGE AND 


SALARY ADMINISTRATION 
by 
Norman Kobert* 


In the analysis of the role of the lower level supervisor in the 
administration of a sound salary and wage program, two distinct 
processes must be investigated. The first is the method of planning 
and controlling the programs; the second is the expanding role of the 
supervisor himself in exercising managerial techniques. 


Wage and salary administration in the United States has evolved 
over a long period of time, with roots reaching far back into Euro- 
pean practices over many centuries. With the establishment of an 
ever-expanding factory system in America in the early 1800’s, we 
find the beginnings of the objectives and methods of payment that 
have culminated in the employer-employee relationships that exist 
today in this country. 


Whereas the old homework system paid the spinner of yarn or 
the weaver of cloth by the direct results of his labor, the early 
factories paid labor primarily to work at machines for a given period 
of time. This latter method operated under supervision of the crudest 
kind, not too unlike the Roman centurion’s supervision of his legion. 
The employee was required to do the bidding of the supervisor 
unquestioningly; output, with any degree of efficiency, was usually 
in direct relationship to the degree of severity exercised by the 
supervisor. It was through fear of him, and of the possible loss of 
jobs, that motivation of the early factory workers was accomplished. 
The lower level supervisor was responsible for hiring, training, pro- 
ductivity, firing. He conducted these tasks singlehandedly, and many 
times singlemindedly. 


Wages paid to the worker were as low as he would accept to be 
able to buy the barest minimum of life’s subsistences. Workers were 
motivated not by the level of wages received, but rather by the fear 
of losing their wages completely. Each employee knew that there 
were hordes of people waiting for his job. In the United States 
this situation was aggravated by the surging wave of immigration 
to our eastern factory cities, as well as the increasing addition of 
women and children to the factory payroll. 


The appalling conditions of the European working classes were 
tinder to the fire of Karl Marx’s protests, and early conditions in 
America were hardly any better. However, the political nature of 
our society, as well as the tremendous advance of our technology 
with the backing of our vast natural resources, thwarted any Marxian 
political-economic upheaval in the United States. 


*Norman Kobert is Assistant Director of the Management Center, Marquette 
University. 








Instead of a static system of minimum payments, which allowed 
but the barest necessities of life, dynamic factors were at work in 
our nation to mold our economic progress. These factors included 
our social conscience, which decreed that man and his labor are 
dignified entities with the status of greater importance than pack 
animals. This conscience was pricked many a time by the growing 
voice of American unionism. Within the framework of our demo- 
cratic political system, laws were passed which recognized the dignity 
of labor, as well as the abuses of the times. 


Another dynamic factor was the growing realization that man 
could be motivated to increase his productivity by more refined 
means than the crude whip of fear. As the general level of education 
rose, as the factories needed more and scarcer skills, and as unionism 
grew stronger, the need to motivate by fear alone became antiquated. 
Although fear of unemployment still exists, it does not carry with it 
the tremendous weight of ultimate starvation, disease, and death. 
Motivation today resides primarily in management’s ability to raise 
productivity above the minimum which would result if no super- 
vision or incentive to work were present. Unless the worker is 
some day completely replaced by machines, this management task 
remains, and it is the lower level supervisor who bears the greatest 
responsibility for carrying out this task. A company will always 
have to pay for its workers, but the productivity which it gets from 
them depends not only on the methods and equipment it provides, 
but even more upon their will to work. 


Among the more recent tools that have been evolved to aid the 
supervisor in his work of directing efforts toward greater produc- 
tivity is the process of job evaluation. No plan of incentives or 
merit ratings can begin without a realization that proper job evalu- 
ation must lay the groundwork for these other motivational devices. 
Wage inequities are not easily buried in the mass of payroll statistics; 
rather, they are as widely known as if they were published in “box- 
score” fashion in the company’s house organ. 


Worker sensitivity to pay inequities is related not only to the 
effects of dollar differences, but perhaps even more to the prestige 
value of jobs. Throughout industry one can find such caste systems 
based on jobs, even though the wage differentials may be slight. The 
laborer transferred to another job, and not necessarily an easier or 
cleaner one, may receive only a few cents more an hour, but he may 
find that his social status has been transformed; this may go so far as 
to be reflected not only in the congratulations he receives from his 
fellow workers, but in the acceptance of his wife and family by 
those who had hitherto looked down on them as members of a lower 
social order. Hence, the careful analysis and evaluation of jobs may 
prove a valuable motivational device by relieving pay and social 
inequities. 


Before job evaluation can become effective, however, the under- 
standing and cooperation of all levels of management must be assured, 
from the president of the company right down to the shop stewards. 
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The objectives and procedures must be explained thoroughly to the 
foreman on. the job, so that he may be in a position to answer the 
very basic questions which will inevitably be put to him by the 
workers themselves. Men naturally look to their leaders to provide 
answers concerning their pay envelopes. If the supervisor’s position 
of leadership is to be maintained and supported by management, he 
must be provided with the full information on which he can base 
straightforward answers. Moreover, he himself must be convinced 
of the value of the proposed evaluation. The attitude which he takes 
will be interpreted as that of all management; if he is not sold on the 
plan, his attitude will be only too obvious to his workers, and it can 
hardly be expected that his crew will be sold on it. 


After the plan has been explained, job information must be 
gathered by analysts who will write the job descriptions. It is im- 
portant that the lower level supervisor ensure proper reception of 
the analyst, so that accurate information can be obtained, with 
details of the job neither withheld nor overexpanded. The analyst 
expects oversights and exaggeration, but gross misinformation can 
cause excessive delays in compiling job data. With proper explana- 
tion and introduction, the workers will respect the man their leader 
respects and will treat his questions accordingly. Once data have 
been gathered from the workers themselves, the analyst must rely 
in large part on the knowledge and judgment of the immediate 
supervisor; he can validate the importance of each job and determine 
where each job fits into the work of the entire unit; hence, his 
cooperation and honest appraisal are of utmost importance. 


After the evaluations have been completed and collated, and 
wages assigned, the supervisor must be sufficiently informed so that 
he will be able to answer the many questions which will arise. There 
will usually be cases of employees who end up receiving higher pay 
than may be warranted by the new evaluations. The supervisor 
must understand the various solutions to this problem, and convince 
other workers of the ultimate fairness of the program once inequities 


have gradually been eliminated. 


The administration and control of the wage plan should be dele- 
gated to the lowest level of management, so that each supervisor 
can be responsible for the wage dollars of his department. With 
this responsibility he can reward superior performance, and em- 
ployees will soon become aware of this powerful tool in his hands. 


It is a mistake to consider that a wage structure, once established, 
is static. Jobs change as duties are added to and subtracted from 
those originally described. In order to avoid the very inequities 
which made it advisable to adopt a job evaluation system originally, 
the job pay process must be sensitive to changes which would cause 
the structure to be thrown out of balance once again. The supervisor 
should at all times be alert to recognize these changes, and must be 
ready to suggest adjustments in job ranking accordingly. 
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Within the structure of the job evaluations, merit rating assumes 
importance by virtue of the possibility of rewarding superior effort 
on a particular job where the employee cannot be considered for 
promotion to higher pay jobs. The supervisor’s responsibility here 
is intimately related to employee motivation, with the additional 
advantages of the merit rating’s use for recording progress of appren- 
tices and regular employees, for guiding the supervisor’s decisions 
with regard to promotions, transfers, and demotions, as well as for 
bonus lists and for uncovering traits and potentialities in an employee 
which could be improved. Beyond the importance of the merit 
rating system and its effects on the workers lies the value of the 
system for the supervisor himself, in terms of his own self-improve- 
ment, of formalizing his conclusions regarding his personnel, and of 
rating the improvement in the supervision which he exercises. 


When the supervisor is given a fixed amount of payroll dollars 
to administer, he should be granted the entire responsibility for 
paying his employees according to the degree of merit they exhibit. 
In this way, the control of wages for the purposes of productivity, 
morale, and reduced turnover is delegated to the lowest level of man- 
agement, where people and their motivations are on a day-to-day, if not 
an hour-to-hour, basis. Along with the budgeted payroll dollars, the 
supervisor must have a reasonable rate range for each job classifi- 
cation. In this way, he can have the widest latitude to exercise his 
authority to motivate through granting or withholding rewards. 


The delegation of discretion in regard to wage payments to this 
lower level of supervision is not a universally accepted procedure. 
Rather, it is more likely that a supervisor is required to exercise 
all of his managerial techniques to motivate his workers, without 
having at his disposition the one additional resource by which he can 
reward those who best harken to his exhortations. Instead, the merit 
rating and promotion requests of supervisors are received and many 
times revised by higher authorities — a fact which soon becomes only 
too evident to the employee. 


Wage increases based on merit hold that these increases should 
be earned as a result of increased proficiency and performance. Em- 
ployees should understand that the merit system is an incentive to 
their improvement. As long as it remains fair and consistent, and 
only as long as it does so, the merit system will be a useful admin- 
istrative tool. 


At least two factors are ever present which may distort a basically 
good system: actual mistakes in rating, and an improper use of the 
system. Great care should be taken to eliminate as far as possible 
the purely subjective attitude of a supervisor toward workers. The 
supervisor must be well-grounded in the purpose and over-all func- 
tions of a merit rating system, lest personal “feelings” enter into 
his evaluations. It should also be remembered that mistakes can be 
very costly. Should a marginal employee receive merit raises beyond 
the mid-point of the rating scale, the incentive value of the entire 
range may be destroyed for other employees. Moreover, such a 
marginal employee is likely to remain with an organization, whereas 
the normal rate of attrition might otherwise cause him to leave. A 
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distortion of the very purpose of a merit rating system is found in 
the practice of rating an employee in terms of his own improvement 
over his own past inefficiencies. It is the quality of one employee’s 
work in relation to the performance of his co-workers in the same 
range that should determine his merit level, and supervisors must be 
cognizant of these elements. 


An equally powerful tool in motivating workers to greater effort 
lies in the various wage incentive systems which, in essence, “put 
the employee in business for himself,” and which again are best 
administered with the close cooperation of the lower level supervisor. 
It is he who must encourage the workers to reach the objectives of 
the incentive system, and who must do much of the initial ground- 
work in preparing the workers to accept the basic standards neces- 
sary to the incentive structure. He must introduce the standards- 
setter to the workers in terms of the usefulness of the information 
the setter is gathering and of the ultimate advantages to the worker 
if an honest standard is established. Once information is gathered, 
the supervisor is in the best position to evaluate it for accuracy: 
whether the method has been correctly described, whether the quality 
is representative and the layout standard, whether all legitimate 
delays were included, whether the worker studied was representative 
of the group, and many other details. Many companies require the 
supervisor’s signature on a standard before it is put into effect; thus 
he a the representative nature of the conditions during the 
study. 


After the standard has been established and put into effect, it is 
the lower level supervisor who must see that the normal work con- 
ditions are maintained. He must make certain that conditions are 
not changed by abnormal delays due to material shortages or machine 
and tool breakdowns. Since some managements have guaranteed 
average incentive earnings on “down-time” caused by these factors, 
a great deal of pressure is put on the supervisor to maintain normal 
work flow. And, as in job evaluations, it is incumbent upon the 
supervisor to report deviations from standard methods; a major 
change in method requires a change in the standard. 


The supervisor must be well and thoroughly briefed on all phases 
of an incentive program. He is management’s “front man,” and if 
any incentive system is to be used to the best advantage, he must be 
trained to administer it well and he must be equipped with the neces- 
sary authority to make it work in his department. 


Naturally enough, the supervisor’s job does not end with these 
three phases of managerial activities, but each in its own way can 
be a most worthwhile tool in his hands. If management recognizes 
the important role of the lower level supervisor in conducting a 
sound wage and salary program with the help of job evaluations, 
merit rating, and incentive systems, and if the supervisor recognizes 
his responsibilities in these areas, more effective utilization of the 
wage dollar can be expected. 
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PERSUASION IN ADVERTISING - IS ITA 


LOST ART? 
by 
Charles Whittier 


INTRODUCTORY NOTE: The Fourth Marquette University Advertising and 
Marketing Conference was held on October 23, 1958, and was attended 
by representatives, from eight states, of manufacturing and service companies, 
advertising agencies, publishers and suppliers, as well as by general business 
and University personnel. An outstanding roster of authorities in their re- 
spective fields contributed some high-level thinking and suggested creative 
solutions to some current marketing problems. Particularly noteworthy was 
the warning of Charles Whittier to industry that poor products destroy con- 
sumers’ faith in advertising. 


As a retired executive of one of the nation’s largest advertising agencies, 
Young and Rubicam, Mr. Whittier spoke most authoritatively. His message 
was considered exceptionally provocative by those who heard him, and it is 
believed that his message makes equally provocative reading. 

C. BROOKS SMEETON 
Professor of Marketing 
Director of the Conference 


I am highly flattered to be asked to talk to you this afternoon, 
because a conference of this kind always brings together a group of 
alert minds. And when a speaker gets that kind of an audience he 
is always on the spot. He doesn’t have to worry about talking down 
to his audience — he must figure out whether or not he is competent 
to talk up to them. I like that kind of a challenge, and I hope I can 
reach your level in talking to you. 


I was delighted this morning when someone said that a meeting 
of this kind brings together a group of competent speakers. It cer- 
tainly did bring together a group of competent speakers this morning, 
well informed in their various fields. But there is one thing I would 
like to point out: their very expertness in their fields causes them 
to speak from the point of view of the area or the sphere in which 
they are expert. Now, I suppose without being immodest that I can 
lay claim to some competence in the advertising field, and I will 
probably speak to you today from my background in advertising. 
But I would like to fill a dual role, if I can. I would like to speak 
to you from the point of view of the consumer. And I might say 
that my experience as a consumer began a long time before my ex- 
perience as an advertising man! 


When I was invited to address this conference, I was greatly in- 
trigued by the subject given me, “Persuasion in Advertising —Is It 
a Lost Art?” The longer I thought about it, however, the more it 
seemed that this subject could lead only to an interesting philosophi- 
cal discussion like “Could Marciano have licked Dempsey?” After 
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a little research, it was apparent that either side of the argument 
could be supported with evidence. And either conclusion could be 
drawn, that persuasion in advertising is, that it is not, a lost art. 


An attempt to prove either conclusion might be like a doctor’s 
searching for symptoms of skin trouble when the patient actually 
had pernicious anemia, for the question itself is not nearly as im- 
portant as the reasons for asking it. 


There is a deeper significance in this question than simply the 
wonderment whether persuasion in advertising is something we no 
longer possess. I am sure you sense in it, as I do, an uneasiness, a 
questioning whether everything is all right without being sure of 
what may be wrong, as if a black cat were walking across our path. 
I think this uneasiness is justified. 


First of all, we must pinpoint the kind of advertising we are 
talking about. We need not worry too much about local retail adver- 
tising. I think industrial advertising has improved steadily over the 
past few years. We can assume that institutional advertising, cr much 
of it, is becoming better and more persuasive all the time. I just 
took it for granted that the Conference planners had in mind national 
— for products intended for consumption by the general 
public. 


If we consider this one important field, we do have reason to feel 
uneasy, for while persuasion in this kind of advertising is not a lost 
art, it may be a very sick art. I think it shows early symptoms of a 
grave illness, a degenerative disease that weakens its powers of 
persuasion and that might ultimately lead to its demise as an eco- 
nomic force. 


If there is any truth in what I say, these questions logically follow: 
Can the illness be cured? Can persuasion in national advertising be 
given vigorous strength? Frankly, I do not know. It is you who will 
have to find the answers. And I hope you do. All we can do here 
today is to examine some of the causes of the disease. It is then up 
to you to decide whether you agree with me. If you do, you must 
try to determine whether these causes are inexorable, or if they can 
be rectified. If the latter, what are the best ways to correct them? 


In determining causes, it would be easy and unjust to place all 
the blame on creative people. True, when all the planning is done, 
and when all the marketing strategy is worked out, the responsibility 
to make the advertising itself persuasive is theirs, and theirs alone. 


Some of the blame is unquestionably theirs. Running through 
the ocean of advertising today, you can find strong currents of spe- 
ciousness, superficiality, illogic, shallow thinking, and an apparent 
lack of understanding of the public’s intelligence. In their defense, 
however, let me say that when the persuasion of an advertisement 
is weak, it may not be because the people who created the ad are 
inept. It may be because they were hamstrung by conditions beyond 
their control. 
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These are the conditions I want to talk about, for in them we 
have something more difficult to contend with than merely the frail- 
ties of advertising creativity. 


I find two predominant conditions that are hostile to advertising, 
hostile because they tend to counteract persuasion by making it 
very difficult to be persuasive. One of these conditions, I believe, 
comes out of the philosophy of modern business management. The 
other, I think, stems from the attitude of some labor unions, and spe- 
cifically of the auto workers’ union. 


Let’s consider the second one first. As you know, a great many 
consumers are beginning to think that labor’s only interest in Detroit 
is in getting an ever-increasing share of the gross profits. There is 
little evidence coming out of Detroit that the skilled artisans who 
make our cars still take a fierce pride in what they do. Stories have 
wide circulation that cars leave the production lines poorly assembled. 
The general attitude seems to be to let the dealer fix them when he 
gets them, but examples keep appearing that the dealer fails to do so. 


I have a friend who drives one of the three highest-priced Amer- 
ican cars. It is five years old. I asked him this summer if he were 
going to get another one of the same make. He said, “No, I’m not. 
I just can’t afford to put $6,000 into a car with the chance that I might 
get a lemon.” 


A few years ago, the chance of getting a lemon in that particular 
car would never have entered a man’s thinking. But it is very much 
in a lot of people’s thinking today. The growing popularity of small 
foreign cars has been called a revolt against big American cars with 
their ever-growing price tags. But it is not entirely a revolt against 
size and price. In part, it is an expression of confidence in old-world 
craftsmanship, of a widespread belief that old-world artisans still 
take great pride in doing a job well. 


Statistics would show, I believe, that any evidence unfavorable to 
American-made automobiles would affect more people than critical 
evidence about any other purchasable product. This widespread, al- 
most universal interest in and use of automobiles carries with it an 
unfortunate corollary: once we let the belief take root that we are 
losing our American tradition of craftsmanship in the automotive in- 
dustry, it will creep into wider areas like crab grass. It will weaken 
belief in craftsmanship in many other industries. 


If automotive workers continue to disregard everything but higher 
wages, can creative genius rebuild faith in the job they do? I think it 
unlikely. Yet that faith needs rebuilding today. 


Now, let’s look at the other side of the coin, and let’s admit that 
costs influence the prices of today’s cars. But what’s responsible for 
the anachronism of size and the lunacy of proportion? As the space 
in which to use them grows relatively smaller, why do cars grow 
larger? As they grow larger, why does the usable space inside them 
shrink to the increasing discomfort of the passengers? What’s the 
reason for ever-increasing engine power, power which nobody needs, 
and which reduces gas mileage in an era of increasing gas prices? 
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These ideas come out of modern management philosophy, and a 
lot of people are beginning to resent them. A lot of people see in these 
so-called improvements a lack of consideration for the customer. Can 
creative genius convince these people that these things are done in 
their best interests? It is doubtful. 


Now, let’s move out of the automotive field and into the field of 
business in general. A point of view we find here is the theory of 
early obsolescence, the theory that if you can make a product become 
old-fashioned sooner, or make it wear out faster, people will be forced 
to buy more of it. Has creative genius any degree of persuasion thai 
can sell this idea to consumers? Good gracious, no! Don’t even hint at 
it in advertising. Walk around it. Veil the fact in circumlocution. 


But the fact persists, and people learn about it the hard way. When 
they learn it, they don’t like it, and some of their confidence in all 
advertising “persuasiveness” is weakened. 


More general, however, than the theory of early obsolescence are 
three other practices which stem from the philosophy of modern 
business management, and which, to my way of thinking, make it 
more difficult today to be persuasive in national advertising than it 
once was. One is the direction toward regimentation; another I call 
the primacy of quantity; the third is the policy of competitive pricing. 


The direction toward regimentation can be taken as an attempt to 
force all of us into a pattern of similar desires. As a result, there seems 
to be only one mind worthy of corporate attention, and that is the mass 
mind. One effect of this is to aim a great deal of advertising at sub- 
teen-age intelligence to avoid shooting over anybody’s head. Thus, 
its persuasion becomes weaker and weaker as it encounters higher 
levels of comprehension, education, and taste. This concentration on 
the mass mind—on everybody — stems from the false belief that 
everybody who can use and can afford to buy the product is a hot 
prospect for it. That is not so. Nobody can sell everybody. And there 
are weaknesses in trying to do so. 


No product sells because of what it is, but only because of what 
it does. Advertising tells what it does, explains or implies the benefits 
it confers on users. But these benefits are not and cannot be true for 
everybody; nor will they be desired by everybody. The people for 
whom they are most true, and who desire them most, are the best 
prospects for any product. 


It might be a good idea for our corporations to follow Ed Ebel’s 
advice and find out who their best prospects are and concentrate on 
them. The truth is, a surprisingly small segment of consumers can 
consume all the products that any one manufacturer can make. By 
establishing this smaller segment of similar needs and desires, we 
might also establish a level of literacy. By writing up to this level, 
we might also increase the persuasiveness of some of our advertising. 


The direction toward regimentation, especially in the food business, 
has spread from the manufacturer to the retailer. Our great super- 
markets follow the policy of stocking only the two or three leading 
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brands in any category. This policy, which is established wholly by 
computing machines, is concerned only with profit per cubic foot of 
space; it has complete and autocratic disregard for customers who 
might prefer other brands. A cynic might say that this direction 
toward regimentation consciously or unconsciously works on the prin- 
ciple that when business represents the majority it has the right to 
coerce the minority. We must learn to pay more attention to cynics. 
They are a growing party in this country. 


The second concept of modern management, the primacy of quan- 
tity, exists in most, if not in all of our corporations today. Certainly 
no one can find fault with a company’s desire to sell its products in 
ever-increasing volume. One purpose of advertising is to help it do 
just that; one measure of advertising effectiveness is how well it does 
it. 


But the adoration of volume to the neglect of other merits has 
some unfortunate consequences. The most obvious is that it places 
major emphasis on quantity rather than quality. Quantity is a cor- 
porate interest; quality is a consumer interest. The two should not 
be incompatible. There is some evidence, and I think there may be a 
great deal of evidence, that the closer volume worship comes to mo- 
notheism, the less likely quality is to have a candle lit for it. 


The third practice, the policy of competitive pricing, has this un- 
fortunate result: it tends to exclude from corporate thinking any 
product-improvement that would move a product even slightly out of 
its competitive price class. It ignores what may be an important 
growing minority, people who would willingly pay a little more in 
order to get something a whole lot better. 


An example that comes to mind is refrigerators. They all include 
an admirable feature, compartments in the door to hold additional 
foodstuffs. Mostly, however, these compartments are fenced in with 
plastic. My own experience is that this plastic breaks all too easily. 
When it breaks, the compartments are no longer usable. I asked an 
appliance dealer why the manufacturer used such brittle stuff. His 
answer was that he guessed they were trying to keep the price down. 
I said surely there must be a lot of people who would rather pay 
forty or fifty dollars more to get a superbly built refrigerator. He 
reckoned the manufacturer wasn’t interested in this market because 
it wasn’t big enough. Probably the manufacturer himself would justify 
his product as being exactly what nation-wide surveys showed that 
the public wanted. And I would believe him. 


However, Edward Bok built a successful magazine by giving the 
public what it wanted, but with this policy: he said that while you 
should always give people what they want, you should always give 
it to them a little better than they ask for. This, he believed, was an 
obligation of leadership to improve the civilization in which we live. 
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One might argue that modern management disagrees with him. By 
giving the public what it wants, modern management has produced 
competitive products of great similarity, products different in name 
but almost identical in content, all worthy, perhaps, but all too much 
alike. 


This is true for many kinds of products; it is especially true in the 
food business. This similarity of products is having a frightening 
result, for what is happening is this: consumer experience is becom- 
ing more persuasive than consumer advertising. 


All too often, these days, customers are unable to detect in food 
products the superiorities claimed for them in advertising. One brand 
is likely to taste as good, or cook as quickly, or be as convenient to 
use as another. This similarity places a difficult task on advertising. 
It asks advertising to try to create product images which are different 
from the images that can be created by the products themselves. It 
forces advertising to attempt to build preferences by blind prejudice. 
It fosters advertising based on the premise that by conditioning con- 
sumers’ minds, it will cause them to imagine superiorities which do 
not actually exist. 


Clarence Eldridge once said, “If you ask advertising to compensate 
for lack of merit in a product, actually you are asking it to be dis- 
honest.” I could not agree with him more. The frightening truth in 
the food field is that advertising which attempts to build preference 
by blind prejudice is losing much of its effectiveness. The reason is 
not hard to find. More and more we are becoming a nation of samplers. 
Women are continually buying and trying different brands of food- 
stuffs, because the enticing parade of coupons, deals, 1¢ sales, and 
other special inducements, offers them a continuous opportunity to 
save money. In the process, consumers learn fast that they can switch 
brands to take advantage of those temporary savings without sacrific- 
ing quality one iota. 


Consumer brand loyalty is being replaced by a fascinating game 
of “watch for the special offers,” a game that works to the perpetual 
benefits of the consumer’s pocketbook. This is one of the reasons for 
the spectacular rise of private label brands. Induced to try them first 
because of lower prices, consumers too often find them as satisfac- 
tory as nationally advertised brands. It is difficult for consumers to 
find persuasion in the advertising of any specific brand, when they 
know they can choose from one to a dozen other brands in which the 
only detectable difference is the design of the labels. 


A product’s strength should not lie in its similarity to kindred 
products, but in its difference, and this difference will be the basis of 
strong consumer preference. When no discernible difference exists, 
the consumer’s measure of value becomes price. When that happens 
the national brand is in real trouble, because nine times out of ten 
some private brand can undersell it. 


Difference is also important to the creation of persuasive adver- 
tising. As far as the creative mind is concerned, product difference 
stimulates it, but product similarity depresses it. The need for mental 
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stimulation is implicit in a remark made by Admiral Holloway and 
quoted in Time. Speaking of naval affairs, he said, “We get the best 
minds available for the job, then make them work over their heads.” 
It is doubtful that any man can work “over his head,” but it is true 
that every able person is a creature of varying abilities. Any good 
mind is measured not by a continuous level of performance, but by 
oi aaa to which it can rise when given the inspiration to stretch 
itself. 


I think it is safe to say that every great advertising campaign of 
the past came out of creative minds so inspired that they were work- 
ing at their elastic limits. But great creative inspiration must come 
from some quality of greatness in the product itself, some attribute 
that justifies unqualified belief in the product and the benefits it 
confers on consumers. When creative talent has it, this great belief 
comes through in advertising as great persuasion. Without it, persua- 
sion becomes pallid. A wet blanket does not burn furiously. 


As an example of inspired advertising, take David Olgivy’s initial 
ad for Rolls Royce. To me, this is one of the really great ads of all 
time. It is a shining example of how persuasive ideas can become 
when they are expressed with great creative ability. But, think what 
an inspiring product he had to write about! Here was the finest motor 
car man had yet devised. Here was a deep-rooted tradition of quality 
that refused to be compromised. Everything to engender great en- 
thusiasm, everything to inspire tremendous persuasion in advertising 
existed in the product itself. There was no need to invent sales points. 
There was no need to stretch the truth and consequently the credulity 
of readers. There was no need to attempt to build preference by blind 
prejudice, for the means to build preference with factual information 
were at hand. 


So far as public opinion is concerned, we may be losing our tradi- 
tion of quality in America. With it we may be losing the power of 
advertising to impel, to convince, to persuade. We may be holding 
a razor to our own throats. 


Edward Weeks, in The Atlantic, asks this question: “Is it inevitable 
in mass production that when you cater to the many, something has 
to give, and what gives is quality?” I would answer that it is not 
inevitable. 


Again, let’s take motor cars as an example. There was a time 
when we stressed dependability in advertising. Finally, it came to 
be taken for granted by the public. Why? Because we advertised it? 
No! Because cars, mass produced cars, achieved great dependability; 
therefore it ceased to be a talking point. But there is no longer this 
universal belief in the dependability of American-made cars. And 
the point is, there is no creative skill great enough to persuade the 
public differently. Persuasion on this vitally important point must 
first be regained by the cars themselves, before the public’s confidence 
can be bolstered by advertising. 
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Today, throughout business, research in astronomical magnitude 
is conducted to find out what the public wants, but too little thought 
seems to be given to what the public should have. In this respect, we 
have substituted “followship” for leadership. Yet the public needs 
leadership from business as much as it needs leadership from govern- 
ment, science, education, medicine, or religion. 


It is fair to say that in these other fields what the public should 
have is of at least as much concern as what the public wants. The 
quality of leadership in these other fields depends more on giving the 
public what it should have than on giving it what it wants. 


In his History of Western Civilization, Bertrand Russell makes this 
observation: “The men who founded science had two merits which 
are not necessarily found together; immense patience in observation, 
and great boldness in forming hypotheses.” This may be a clue to 
something needed in modern management philosophy. Business has 
great patience in observing what it thinks the public wants. But has 
it shown enough boldness in forming hypotheses as to what the public 
should have? To paraphrase Edward Weeks, we might say, “Isn’t it 
inevitable that when the masses set the standards something has to 
give, and what gives is quality?” 


There are unquestionably many instances that are contrary to this. 
We are not examining individual case histories, however, but a pos- 
sible trend. While this trend may not be all-encompassing, it may be 
widespread enough to alarm us. If it does exist, and if it is growing, 
not only is national advertising threatened, but national brands them- 
selves are in danger. It is self-evident, I think, that national brands 
must offer something no other brands can offer, or there is no longer 
a need for them. 


As I am neither a seer nor a prophet, I am not going to make a 
prediction. But I do believe there is a possibility that the public may 
revolt against the conformity and regimentation that are being forced 
on us by national brands. It is possible that we may see a re- 
surgence of smaller manufacturers dedicated to making products with 
greater individuality, manufacturers who will be content to build 
their businesses and their reputations in areas much smaller than 
national. There is evidence that this is already happening. The pub- 
lic’s confidence in bigness may be wearing a little thin. 


Now I realize that what I have presented to you today is not well- 
documented fact; in itself, it is merely a hypothesis. But I think it 
is important enough to demand further study and penetrating analysis. 
I urge you to pursue it to an indisputable conclusion. Investigate it 
so thoroughly that you will either prove beyond doubt that it is fal- 
lacious, or demonstrate beyond question that it is true. 


I would, however, like to offer one argument in its defense, not 


my argument, but another’s. It is a remark by Dr. John W. Gardner 
on a television forum recently. As you know, Dr. Gardner was Chair- 


man of the panel that prepared the Rockefeller Study on Education. 
He said, “If we are to have a great nation and a great civilization, 
we must have a great desire for excellence.” The title of the Rock- 
efeller Study completes the thought; it is called “The Pursuit of Ex- 
cellence.” First we must develop the great desire to have it, then, 
the ardent pursuit of it. 


It seems to me that it would be good for business, good for the 
public, good for the country if management adopted this point of view 
and gave it top priority in its thinking. And that brings us to the point 
where we can ask our original question this way: “Persuasion in 
Advertising — Will it Become a Lost Art?” 


If my hypothesis is correct, I think the answer to that question lies 
in the hands of the advertising practitioners. It might be “Yes,” but 
it could be “No,” depending on the degree to which your efforts, and 
the efforts of others like you can return all management, and all labor, 
and subsequently all creative advertising people to the enthusiastic 
pursuit of excellence. 


I leave it to you! 
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OPERATIONS RESEARCH IN 


DECISION - MAKING 
by 
R. W. Morell* 


The subject of decision-making is very broad. Its breadth is at- 
tested to by the many experts, operations researchers, logicians, 
psychologists, economists, philosophers, sociologists, and many others, 
who have attempted to interpret the process in terms of their own 
specialties. These many specialists in some way or other have some- 
thing relevant and important to contribute to the formulation of a 
complete theory of decision-making. It is not the purpose of this 
brief study, however, to attempt to examine the relevant contributions 
of the numerous specialists, but rather to inquire into the recent de- 
velopments in decision-making under the title of “operations research.” 


Decision-making often appears in the guise of operations research, 
defined as “a scientific application to the selection of alternatives 
under management control.”! This is a relatively new and somewhat 
complicated concept in management. To a great extent, operations 
research is a product of World War II during which groups of spe- 
cialists who were employed by the government used it to develop 
recommendations for the improvement of military activities. The 
work done by these scientists, mathematicians, and engineers included 
study on problems of tactics, scheduling, transportation, and others 
for optimum effectiveness in a variety of situations. From humble 
beginnings in the military field, operations research is fast spreading 
into industry and business in new areas. As the name implies, opera- 
tions research is research on operations. In this sense “operations” 
are considered to be an entity. The subject matter examined is not 
the equipment or machines used, nor the morale of the participants 
involved, nor the physical properties of the output; rather, it is the 
combination of these as an economic process. 


A basic tool of the operations researcher is the construction and 
use of conceptual models. Operations researchers build their models 
with the use of such tools as linear and mathematical (non-linear) 
programming, quadratic equations, the theory of games, symbolic 
logic, probability theory, search theory, statistical and mathematical 
theories, stochastic processes, matrix algebra, differential equations, 
queuing theory, simulation, and the like. Such ominous phrases 
should not stimulate despair in the business executive. These esoteric 
terms are a part of the vocabulary of science and are no more incom- 
prehensible than some of the terms of accountants, economists, man- 
agers, and lawyers. Whatever semantic barrier exists must be cleared 
away by intelligent effort on both sides for the sake of progress; the 
scientist must become more lucid, and the manager must expand his 
power of comprehension. 


*Dr. R. W. Morell is Assistant Professor of Management, University of Detroit. 
1. “What’s Ahead for Operations Research?”, Business Week, August 27, 1955, p. 65. 





These models are of various types. Some models assert logical 
relationships only, while others are mathematical in nature; that is, 
they establish mathematical relationships between quantified vari- 
ables. Models may also be descriptive models, in which case they are 
developed to determine the facts of a problem and their relationships. 
Moreover, probability models introduce the notion of “mathematical 
expectation,” so as to make what appears to be an uncontrollable 
variable become a variable with an expected value based on prob- 
ability. In addition, there are policy models. These policy models 
are designed to provide a basis for evaluating courses of action from 
which one or more must be selected as the optimum action(s). The 
steps in constructing a policy model include the following: 


1. Determine and express in some way the objectives 
sought, for example, profit maximization, cost minimiza- 
tion, production maximization, scrap minimization, and 
others, depending upon how one looks at the particular 
problem. 


2. Set forth the alternative courses of action with facts 
and probabilities related to each. 


3. Determine the “efficiency” of each course of action. 


“Efficiency” in this sense means the measurement or evaluation of 
alternates in terms of the goals sought. Finally, there are physical, 
chemical, biological, psychological, sociological, economic, and many 
other types of models. Models may use combinations of tools provided 
by various areas of science so the expert may utilize all possible facets 
in obtaining practical results. The model can usually be tested by 
inserting data that are known to produce a certain result. If no such 
data are available, the model remains a theory until sufficiently tested. 


Although operations researchers, in attempting to describe a par- 
ticular company’s operations, have contributed something significant 
to the general field of decision-making in terms of mathematical for- 
mulation of models, the incorporation of probabilities, and the like, 
their basic methods are not new to the decision-maker. Certainly, any 
serious decision-maker considered his goals and weighed his avail- 
able alternatives against such goals long before the term “operations 
research” was ever heard of. Actually, I believe that any rational 
decision-maker uses what is now called “operations research.” In 
most cases, however, it is simply not recognized as such; it is floating 
around in the minds of administrators and managers as they absorb, 
collate, compare data, and reach decisions. 


Nevertheless, there are important advantages. Operations research 
has made a great many important contributions in the business field. 
It has succeeded in helping firms to solve problems such as plant loca- 
tions, transportation and shipping, production scheduling, loading, 
inventory control and distribution, stand-by equipment, product mix- 
ture, advertising campaigns, finance, sales and marketing, cost con- 
trol, budgeting, planning and forecasting, purchasing, accounting, 
business systems analysis, and others. 
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Operations research is of greatest value where the effects of a 
large number of controlled variables must be considered, where the 
number of relevant uncontrollable variables is small, where relevant 
causes and effects are factual in nature and can be stated and meas- 
ured symbolically or numerically, and where there are reasons to 
believe that past relationships will continue into the future. Mathe- 
matical symbols, higher mathematical and statistical theories, model 
building, and so on, definitely tend to force consideration of influential 
factors in finding the one best way. These new tools can be of great 
help in analyzing the problem and in developing alternatives. If there 
is only one way of satisfying the requirements, there is no problem 
of optimization. Electronic computers are frequently necessary, how- 
ever, because the utilization of mathematical formulae would be 
seriously limited if economical computation were not available. 


The main limitations of operations research are these: 


1. Factors of a value nature in decision-making must of 
necessity be excluded because they cannot be described 
or measured objectively; one must temper his judgment 
with consideration of intangibles, even after all the quan- 
titative tests are made. 


2. The operations research men must work with assump- 
tions that may not be valid, that personnel and capital, 
for example, will behave in the future as in the past. 


3. Operations research and all its techniques cannot help 
in defining the problem. 


4. It cannot make the decision itself concerning the best 
alternative. 


5. It cannot implement the decision. 


6. No one, except a trained mathematician, can understand 
the whole process. 


Accordingly, until the intangible and unmeasurable elements that 
necessarily affect decision-making can be quantified, the techniques 
of operations research will have limited or no usefulness in certain 
areas of decision-making. Although operations research men feel 
that they can now go beyond the mere gathering and patterning of 
facts to the point where they can recommend or strongly imply a 
course of action, even they insist, however, that the final decision can 
rest only with management. 


WATCH WISCONSIN 
A Comparative Analysis of Retail Sales Trends 
by 
Parker M. Holmes* 


The upswing in retail sales this fall has been greater than an- 
ticipated, with September sales 3 per cent above the year-ago level 
and with October sales showing a gain of 2 per cent. Department 
store sales in September were 3 per cent above the year-ago level in 
contrast with a 1 per cent lag in the eight-month preceding period. 
Many merchandisers were surprised to find the back-to-school de- 
mand for apparel rapidly depleting inventories. In fact, almost all 
categories of retailing showed improvement, with the exception of 
auto sales which fell to the lowest level of the year in September 
(12,000 units daily), reflecting the lull preceding the launching of 
new models. 


Among the important factors underlying the more favorable retail 
atmosphere this fall is the revival in construction. Housing starts in 
July reached an annual rate of 1,600,000 homes, the highest level in 
two years, and the value of all types of construction was 3 per cent 
above the year-ago level. However, it is significant that the current 
“boom” in residential construction has been largely in rental housing. 
The gain in private apartments started in the first seven months of 
1958 vs. the first seven months of 1957 has been approximately 40 
per cent, offsetting in large measure the decline in individual home 
building. 


Rental housing has been a neglected field in the past decade dur- 
ing which time the major emphasis has been on suburban develop- 
ment. Many observers now feel that the pendulum is swinging back 
to urban development as the tax, traffic, and school problems in 
Suburbia are beginning to mount. Thus, it is significant that in the 
two most active homebuilding areas in the United States, the New 
York and Los Angeles metropolitan markets, the proportion of new 
housing starts outside the central city has been decreasing steadily 
in the past four years. 


Any major population shift, whether it be away from the city or 
back to the city, finds ultimate expression in renewed demand for 
home furnishings and appliances. However, if the character of new 
residential construction should become more urban than suburban, 
retailers should be prepared for corresponding changes in consumer 
demand for products and services. 


In-so-far as the current situation is concerned, it is interesting to 
note that the recession centered primarily in heavy industry, with 
the areas hardest hit in the Great Lakes region, particularly Michigan, 
Illinois, Ohio, Indiana, Pennsylvania, and West Virginia. Although 


*Parker M. Holmes is Associate Professor of Marketing, Marquette University. 
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employment has increased somewhat in such auto centers as Detroit, 
Cleveland, Cincinnati, and South Bend, it will be several months be- 
fore these cities will come into the plus column for retail sales. 


On the other hand, the Farm Belt areas and those like New York 
City in which services and trade are of primary importance are 
clearly in the vanguard of recovery. Also, seasonal gains in food 
processing are currently boosting payrolls and sales in such West 
Coast canning centers as San Francisco, Oakland, San Jose, Sacra- 
mento, Stockton, and Portland, Oregon. Similar above-average 
seasonal increases in apparel output are in evidence in New York 
City, Los Angeles, Paterson, New Jersey, Boston, and even in the 
long-depressed Fall River and Lawrence, Massachusetts areas. With 
these evidences of recovery, the 1958 retail outlook is still good for 
sales to approximate and even exceed the 1957 all-time high. 


States currently reporting better-than-average showings are: 
Arizona, Arkansas, California, Colorado, Delaware, Florida, Idaho, 
Iowa, Kansas, Minnesota, Mississippi, Nebraska, New Jersey, New 
Mexico, New York, North Carolina, North Dakota, Rhode Island, 
South Dakota, Vermont, Wisconsin, and Wyoming. 


Individual cities reporting October gains of 10 per cent or more 
above the national average of 2 per cent are: Sioux Falls, South 
Dakota; Sioux City, Iowa; Hutchinson, Kansas; Muskogee, Oklahoma; 
Trenton and Camden, New Jersey; Greensboro, North Carolina; Wil- 
mington, Delaware; Albuquerque, New Mexico; Boise, Idaho; Tucson, 
a ig Jackson, Mississippi; Salem, Oregon; and Sacramento, Cali- 

ornia. 


Sales for the first 8 months of 1958 vs. the corresponding period 
of 1957 by major retailing categories were as follows: 


Per Cent 

Changes 
I. dacthvecnscdcedeneeie neces —11 
DE - Gi uidicbsrenhbnhausroudovaebnsnewnnd 6.4 
NE Oe oo cic ceaweencsetee 48 
Gasoline Service Stations .................. 3.4 
CE thee hued i cian te eeee saan bee nbee 1.8 
General Merchandise ................eeee0s 0.8 
Eating and Drinking Places ................ — 0.2 
Lumber, Building, and Hardware .......... — 3.2 
Furniture and Appliances .................. — 3.9 
IE ic ii itie hac dtichin inoin nial albeanebilrdei —13.8 


**Monthly Index of Retail Sales vs. Year-Ago 


1958 vs. 1957 
Oct. Sept. Aug. 


SO 6 8 sb Sh dk cess seus 102.0 103.0 97.0 

MAJOR CITIES 
Be SOOO GS okt cc ancnweneeudbabonee *109.3 *110.7 *109.3 
EA ae ee ee er *108.3 *109.5 *103.9 
DE bos cs.eeuadsdaunsetaneteuanee *107.4 *107.5 *101.9 
SE oi peuateedbeeeen duekacnes *106.9 *107.5 *100.5 
Pe . cctvédinxtackéscabonenen *105.9 *108.7 *102.0 
Is sis chi thin arith eid mahadiebiaseahaee *1048 *1068 * 988 
i INN so, (cna a eraccca le wa Wout eh ee ears *103.4 *104.1 95.9 
EE 06 chn oor ecalimasaeew ena *103.2 *1044 * 988 
Da cian 5 Sst ba lille wR icle a GW Rae e beret *103.2  *103.7 96.1 
EEE aikws Kd ocankekw amen creas *1029 *105.2 * 99.4 
BEE n.ckcdiaesensas dhe cdantuse.aneee *102.6 *1035 * 99.3 
ee Tce tO ee ere 101.3 102.5 96.4 
ER 6 ov ink esta dacdodeneenabeass 101.2 103.0 96.6 
CE Ae to 86 skeccensesuusenseneekeuee 100.6 102.3 96.7 
ok EN Pie LEG ee ee ee 99.7 100.5 94.8 
ROSAS cavern, erences ance 98.6 99.2 94.1 
DE cn iis pans gk ctbueneebedh eenne 98.5 98.6 92.4 
Se IE? sca cio bb cereeina etre alee ee 98.4 99.8 94.9 
i tte dahlia ora iy tate RE ai ea 98.0 98.5 91.9 
eh Oh Te, .ccvadesabouswaebbee ne 95.8 96.3 91.1 
EE ci cch Lantnakecaeeaannes awe 94.5 95.2 89.7 
RS TRRERSRRE Neem mE pone 93.4 94.6 89.6 
ES Re ae nee te eae aan ase a A 93.1 93.8 88.4 

Other Wisconsin and Illinois Cities 
EE |», «Wig Spas aia CG cetocevee bums *108.5 *111.0 *104.5 
Se EE -uncediweaws ca babeebacekoue *107.6 *107.8 *103.2 
ED 5.4 ccencdeensnesneeeee te eee kes *1048 *1062 * 98.6 
DD iki teaué sesh awnutedewew ean 101.8 103.0 * 97.2 
DET eben caaanuibeenme heeds 100.6 102.0 95.0 
EE nuns oudaw tibcinbesnae enn eden naen 99.0 101.8 96.4 
I ie ah da bk ao ie Ok ate area 97.9 100.5 95.0 
nce seu kaphaueee Sraeeernhs 97.8 99.4 94.2 
POC TE oe 91.5 93.6 90.0 
FED, 8 666.0 oon hiner eeneswwes (a) (a) * 99.9 
GIN voc ccc seccccctseesess *110.6 *111.2 *103.1 
nel beans vs ce biadoa a aeeued *1076 *108.0 * 98.6 
Moline-Rock Island ................e00. *105.0 *1061 * 99.0 
EE cccuvagisivsduevdabesdanweawes *1049 *1053 * 988 
EE Se sid odie be wk wwee ced aus 101.0 101.9 94.3 
EE S Lrebhidnedseet ded kad sliawanianat 97.3 97.5 91.5 
SERPS ashe yaa nee ey eee 96.6 97.2 91.2 


*Above National Average. 
**Source of Data: Sales Management. 
(a) Included in Green Bay. 
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SD eke Nu 600s Wh cena einen ba yens ad ee keene 29 


A SURVEY OF WAGE PAYMENT PLANS IN MIL- 
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